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E.O. 11652: N/A 

TAGS: PGOV ENRG EINV EC 

SUBJECT: ADA CASE: EXPLANATION OF BIDS BY CEPE MANAGER 
REF: QUITO 8648 

1. QUITO AND GUAYAQUIL MORNING PAPERS DECEMBER 20 CARRIED 
SUBSTANCE PRESS ANNOUNCEMENT OF COL. RENE VARGAS, MANAGER OF 
CEPE, THE STATE OIL COMPANY, CONCERNING THE RESULTS OF THE 
BIDDING ON FORMER ADA CONCESSION. VARGAS REPORTEDLY ACCUSED 
THE COMPANIES OF THE CONSUMING NATIONS OF BOYCOTTING THE 
BIDDING ON THIS CONCESSION. 

2. HE AFFIRMED THAT NORTHWEST PIPELINE CORPORATION WAS THE 
ONLY BIDDER OF FOURTEEN (WE UNDERSTAND TWELVE) THAT QUALIFIED. 
HE ADDED THAT ALTHOUGH THIS MIGHT SEEM TO BE A FAILURE ON 

THE PART OF THOSE WHO ESTABLISHED THE BASES OF THE BIDDING, 

IN FACT IT IS NOT BECAUSE NORTHWEST PIPELINE PRESENTED A 
VERY GOOD BID THAT IN FACT IMPROVES ON THESE BASES. 
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3. AS AN EXAMPLE OF THESE IMPROVEMENTS, HE SAID THAT 
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WHEREAS THE BASES CALLED FOR 16 PERCENT ROYALTIES TO THE 
STATE, NORTHWEST PIPELINE HAD OFFERED 18 PERCENT. NORTH 
WEST'S BID GIVES CEPE THE OPPORTUNITY TO ACCUMULATE A 61 
PERCENT SHARE OF THE OPERATION WHILE THE BASES CALLED FOR 
ONLY 51 PERCENT. NORTHWEST PEPELINE, ACCORDING TO THESE 
REPORTS, ALSO PROPOSES CONSTRUCTION OF A 1500 TON PER DAY 
AMMONIA PLANT AND TO SUPPLY THE NATURAL GAS NEEDS OF THE 
GUAY AS AREA. 

4. ACTION REQUESTED: PLEASE PROVIDE EMBASSY PERTINENT 
DATA ON NORTHWEST PIPELINE SUCH AS EXPERIENCE, FINANCIAL 
AND TECHNICAL CAPACITY TO CARRY OUT GULF OF GUAYAQUIL 
OPERATION SHOULD BID BE AWARDED THAT FIRM. MEANWHILE, 

WE WILL PREPARE MORE DETAILED REPORT ON NORTHWEST BID 
AND CIRCUMSTANCES SURROUNDING IT. 

BREWSTER 
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